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IBRD Loan to Northern Rhodesia 


The International Bank for Reconstruction and Devel- 
opment on March 11 made a loan of $14 million to 
Northern Rhodesia to aid in carrying out a three-year 
development program being undertaken by the Rhodesia 
Railways. The funds will be used to buy new equipment 
to relieve the strain on the heavily overburdened railways, 
and to help build a new rail connection to the sea to ac- 
commodate the growing international trade of the 
Rhodesias. 

The loan is for 19 years, with interest at 434 per cent 
incliding the 1 per cent commission for the Bank’s 
special reserve. Northern Rhodesia is eligible to borrow 
from the Bank as an overseas dependency of a member 
country (the United Kingdom), and the loan is guaran- 
teed by the United Kingdom. 

The Rhodesia Railways serve not only Northern Rho- 
desia but Southern Rhodesia and Bechuanaland as well. 
The three territories served by the railway system are 
landlocked and depend on connecting railways for their 
access to the sea. From Bulawayo in Southern Rhodesia, 
the: system reaches out in three directions: northward 
800 miles through Northern Rhodesia to the Belgian 
Congo, where it connects with lines going to the Atlantic 
Ocean; eastward 463 miles to Mozambique (Portuguese 
East Africa), where it connects with a railway to the port 
of Beira on the Indian Ocean; and southward 580 miles 
through Bechuanaland to connect with railways to Johan- 
nesburg and the Cape. 

The total cost of the present development program is 


estimated at the equivalent of $79 million. The Bank’s 
loan will pay for the import of equipment and materials 
costing $14 million; a 1951 loan from ECA is providing 
another $14 million; and the remainder has been or will 
be raised by the two Rhodesias either in the United King- 
dom or in the Rhodesias themselves. 


The program will be completed in 1955. It is expected 
that most of the material and equipment purchased with 
the Bank loan will be bought in the United Kingdom. 
These goods will be purchased with pounds sterling, which 
will be bought from the United Kingdom with dollars 
provided by the Bank under the loan. These dollars will 
help offset the drain on the foreign exchange resources 
of the United Kingdom occasioned by her large-scale 
provision of capital for the development of overseas ter- 
ritories. 


Since improvements in the Rhodesia Railways will 
benefit both Rhodesias, responsibility for the program 
will be shared by the two. The loan has been made to 
Northern Rhodesia, but both Rhodesias have undertaken 
to see that the program is carried out and financed; each 
has entered into the customary obligations to supply the 
Bank with information related to the project and to 
permit Bank inspections, from time to time, of progress 
being made. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D. C., 
March 11, 1953. 


Unemployment, Inflation, Balance of Payments Policies i i 


The United Nations, in its recent report on govern- 
mental policies concerning unemployment, inflation, and 
balance of payments, incorporates the 1952 replies to a 
questionnaire authorized by the Economic and Social 
Council in 1951. The major objective of the inquiry was 
to provide the means for a periodic review of the extent 
to which Governments have responded to the U.N. recom- 
mendations with respect to national and international 
full employment policies. The report covers the answers 
received up to August 1, 1952 from 25 Governments, in- 
cluding the United States and the United Kingdom. 

Few countries responded to the recommendation that 
each country publish “the standard by which it defines 
the meaning of full employment as a continuing objective 
of policy”. The fact that since 1950 the level of unem- 
ployment has tended to decline in a number of countries 





is one explanation for the apparent lack of enthusiasm 
to define and announce such a standard. Another is the 
difficulty of coping with the effect on employment of 
changes in the balance of payments position that are, 
to a greater or lesser extent, outside the control of the 
countries concerned. The United Kingdom is the only 
country that adopted a specific full-employment standard 
in full accord with the recommendation of ECOSOC. The 
U.K. standard was defined as 3 per cent of the employees 
at the seasonal peak. 


Only three of the reporting countries—Canada, Swit- 
zerland, and the United States—considered their foreign 
exchange reserves adequate to meet “normal” fluctua- 
tions in their balance of payments. All other responding 
Governments reported an insufficiency of reserves in both 
1951 and 1952 and a consequent need to follow policies 
designed to husband reserves and to increase them as 
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rapidly as possible. While a few countries evinced a 
tendency to rely increasingly on monetary and fiscal poli- 
cies, as distinct from trade and exchange restrictions, 
for restoring balance in their external accounts, the gen- 
eral outlook was for continued discriminatory restric- 
tions in order to cope with difficulties in settling trans- 
actions with hard currency areas. 


Source: United Nations, Governmental Policies Con- 
cerning Unemployment, Inflation and Balance 
of Payments, 1951-52, New York, N. Y., 1952. 


International Materials Conference 


The Sulphur Committee of the International Materials 
Conference announced on March 2 that its member 
Governments had accepted the recommendation to dis- 
continue international allocations of sulphur with effect 
as from March 1, in view of the continued substantial 
improvement in the supply situation. 

Source: International Materials Conference, Press Re- 


lease, Washington, D. C., March 2, 1953. 


Economic Trends in Asia 


As a result of the decline in export receipts, the finan- 
cing of imports has again become an acute problem for 
many countries in Asia. From the outbreak of the Korean 
war until well into 1951, the limit on imports had been 
mainly physical: capital goods were difficult to obtain, 
development plans of many countries in Asia were not 
ready, and deficiencies in economic organization put a 
relatively low ceiling on what could be absorbed. 

Some of the decline in export receipts is due to factors 
that are likely to be permanent. The price rise after the 
outbreak of hostilities in Korea carried prices to levels 
far higher than were needed to induce an expansion of 
output. Moreover, prices were quite out of line with 
basic scarcities as judged by the current requirements 
of industrial countries. 

The gradual growth of the world supply of raw mate- 
rials is likely to be of increasing significance in restrain- 
ing prices. For some basic raw materials, output is now 
sufficient to match at least moderate increases in demand 
without the stimulus of higher prices. 

Source: Economic Commission for Asia and the Far 
East, Economic Survey of Asia and the Far 
East, 1952, Bangkok, Thailand, February 1953. 


Europe 


Liquidity Position of U.K. Banks 

A severe contraction in the Treasury Bill holdings of 
U.K. banks is normal in the first six weeks of the cal- 
endar year, when the Exchequer uses funds derived from 
the revenue surplus for repaying floating debt; for this 
reason, the liquidity ratios usually reach their seasonal 
low in February. This year, however, the average ratio 


in February for the 11 clearing banks was 33 per cent, 
compared with last year’s seasonal low of less than 32 
per cent. The reason for the higher ratio is found in the 
unsatisfactory budgetary position. The banks, however, 
do not appear to have exploited the opportunity thus 
provided for extending more credit to business firms. 

At present, the U.K. loan market is congested, and 
available money is being used, as far as possible, for 
projects designed to strengthen the sterling area’s bal- 
ance of payments position. For this reason, the Chan- 
cellor of the Exchequer has recently rejected an applica- 
tion by the Auckland Harbour Bridge Authority in 
New Zealand to raise £4.5 million on the London capital 
market, to help finance the construction of a new bridge. 
Sources: The Financal Times, London, England, March 4 

and 5, 1953. 


Discount Rates of Belgian National Bank 

When the National Bank of Belgium reduced its basic 
discount rates by %4 per cent last December, the discount 
rate for promissory notes and the rates on loans and 
advances were left unchanged (see this News Survey, 
Vol. V, p. 207). As of March 4 the discount rate on 
promissory notes and the interest rates charged for cur- 
rent account loans and advances against Treasury cer- 
tificates with more than 12 months to run or against 
funded public loans were reduced from 54 per cent to 
5 per cent. 
Source: Agence Economique et Financiére, Brussels, 

Belgium, March 5, 1953. 


Tourist Exchange Allocations in Norway 

The foreign exchange quota for travel for Norwegian 
residents to EPU countries has been increased from 
NKr 500 (US$70) per year to NKr 700 (US$98), 
effective March 16. The tourist quota may also be used 
for travel to Finland. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, March 2, 1953. 


Norwegian Timber Cutting 

It is estimated that about 7 million cubic meters of 
timber will be cut in Norway during the present season. 
In 1952 about 8.5 million cubic meters were cut, although 
for the preservation of the forests 6.5 million is reckoned 
to be the correct annual cut. The estimate for the 
current season is considerably higher than originally 
expected. Because of the deteriorated situation for ex- 
ports of forest products, the rationing of lumber was 
canceled as of March 2. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, February 26, 1953. 

Norwegian Herring Fisheries 

By February 14, when large herring fishing in Nor- 
wegian waters terminated for this year, the catch amounted 
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to 6.0 million hectoliters, compared with 5.9 million in 
1952 and 6.7 million in 1951. Of the total catch this year, 
0.3 million hectoliters were exported fresh, 0.8 million 
hectoliters were exported salted, 4.8 million were sent 
to the oil extraction factories, and 0.1 million were con- 
sumed domestically or used for bait. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 26, 1953. 


Discontinuance of Finnish Retention Practices 

The Bank of Finland discontinued, as of January 1, 
1953, all the Finnish retention practices originally intro- 
duced in February 1950. Under such practices, exporters 
who secured payment in U.S. dollars or Swiss francs 
were entitled to receive licenses for imports to be paid 
for in the same currencies, to the amount of 10 per cent 
of the exports. These imports had to be used in the 
exporters’ businesses. Organized import agents of foreign 
firms were also granted similar preferential import rights, 
originally to the amount of 40 per cent and later 20 per 
cent of their commissions earned and surrendered in for- 
eign currencies. For these agents the retention practice 
was not limited to hard currency earnings, although pref- 
erential import rights were not allowed against a currency 
stronger than that of the basic earnings. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, January-February 1953. 


Greek Banking Merger 

The two most important commercial banks in Greece, 
the National Bank of Greece and the Bank of Athens, 
have been merged into one institution, under the name 
“National Bank of Greece and of Athens,” for a speci- 
fied period of 50 years. The National Bank was both a 
bank of issue and a commercial bank until 1928, when 
the Bank of Greece was established as a separate bank 
of issue. 

Though the relative importance of the National Bank 
declined after the war, it was conducting about 54 per 
cent of all commercial bank transactions during the 
postwar period; the corresponding percentage for the 
Bank of Athens was 23 per cent. The National Bank’s 
share of total deposits with commercial banks was ap- 
proximately 50 per cent, and that of the Bank of Athens 
about 20 per cent. While the National Bank’s gross 
profits were about four times those of the Bank of Athens, 
the difference between the net profits of the two institu- 
tions was insignificant, not exceeding about 10 per cent 
in the postwar period. 

The merger was initiated by the Government and car- 
ried out by royal decree, after appropriate modifications 
of the relevant legislation. The new bank’s capital, com- 
prising all assets and liabilities of the two merged banks, 
is fixed at 223,190 million drachmas (US$14.9 million), 
divided into 30,366 shares, each having a nominal value 
of 7,350,000 drachmas. One share of the National Bank 


or 12.05 shares of the Bank of Athens are to be exchanged 
for one share of the new bank. These ratios correspond 
to the stock exchange quotations which prevailed in the 
beginning of January 1953. The Government stated that 
the merger was due to the financial difficulties of the 
former National Bank of Greece, and that it is intended 
to reduce administrative expenses and, ultimately, interest 
rates. 


Source: To Vima, Athens, Greece. 


Middle East 
Investment of Foreign Capital in Egypt 


In order to encourage the investment of foreign capi- 
tal, Egypt’s Permanent Council for the Development of 
National Resources has approved the following rules. 
Imported capital must be transferred through an author- 
ized bank. Profits up to 10 per cent of registered foreign 
capital can be repatriated each year at the prevailing 
exchange rate. If profits in one year exceed 10 per cent, 
they can be transferred to another year when profits are 
lower. After five years, one fifth of the registered capital 
can be repatriated each year at the prevailing exchange 
rate. Permission to transfer such capital must be given 
within three months of the date of the application. Profits 
and capital transferred can be deposited in a special 
account in the central bank which can be used to pay 
for permitted Egyptian exports. A special foreign capital 
investment committee will be established in the Ministry 
of Trade and Industry to supervise foreign investment. 
The activities of this committee will be controlled jointly 
by the Ministry of Commerce and the Permanent Coun- 
cil for the Development of National Resources. All inter- 
ested parties must submit written requests to the com- 
mittee, giving details of the capital and the projects 
chosen for investment. 


Sources: Al Ahram, Cairo, Egypt, March 4 and 7, 1953. 


Egyptian Trade and Payments Agreements 

A trade and payments agreement between Egypt and the 
Netherlands, signed on February 10, is for a period of 
one year but is automatically renewable unless either 
party revokes it three months before its renewal date. 
All imports from the Netherlands will be permitted into 
Egypt without any distinction between necessities and 
luxuries. Payments will be made in Egyptian pounds 
at a fluctuating rate. Payments of fees due from Nether- 
lands ships passing through the Suez Canal, and other 
invisible payments, will be paid in guilders at a fixed rate. 
The Netherlands will import from Egypt cotton, cotton- 
seed oil, cottonseed cake, leather goods, and minerals, and 
will export to Egypt dairy products, fish, and wireless 
equipment. During the first eleven months of 1952, Egypt 
imported from the Netherlands goods valued at LE 10.3 
million and exported to it goods valued at LE 1.8 million. 
Egyptian exports are expected to be accelerated as a result 
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of the new agreement. 
An agreement recently concluded between Egypt and 
Eastern Germany will result in an increase in trade from 
$1.5 million to $23 million. Egypt will export cotton, 
onions, manganese ores, phosphates, and leather products, 
and will receive agricultural and printing machinery and 
fertilizer. 
Sources: Al Ahram. Cairo, Egypt, February 12 and 19, 
1953. 


Development of the Jordan Economy 

According to the Minister of Economy, Jordan is to 
push ahead with a four-point program to develop the 
country’s resources so as to ensure economic stability. 
The major aims of the program are: (1) the execution 
of a number of irrigation projects, the most important 
one being the $60 million Yarmouk plan on the Jordan- 
Syria border; (2) the granting of loans to farmers to 
increase food production by 40 per cent; (3) exploration 
of the country’s mineral deposits and utilization of these 
potentialities to the maximum extent; (4) encouragement 
of local industries and ensuring the capital needed for 
their development; (5) enlargement of the Aqaba port 
to enable it to handle Jordan’s foreign trade and to 


improve communications and transport facilities to and _ 


from the port. 

The Minister pointed out that half the population of 
Jordan is now dependent on foreign aid in the form of 
subsidies from the United Kingdom and the United 
Nations. Therefore Jordan is concentrating on substi- 
tuting permanent assets for these temporary measures, 
which means special endeavors in agriculture. 

The U.K. Government has expressed its willingness to 
cooperate with Jordan in a five-year development plan, 
to begin April 1, 1953 and to which the United Kingdom 
will contribute £1.25 million for the year 1953-54 (see 
this News Survey, Vol. V, p. 280). The development plan 
is to be worked out immediately by the Jordan Govern- 
ment and discussed with the U.K. Government next No- 
vember. Taking into account the assistance Jordan might 
receive from the United States and from the U.N. Relief 
and Works Administration for Palestine Refugees, the 
U.K. Government hopes that the plan will make possible a 
decisive improvement in Jordan’s economy, and that at 
the end of the period Jordan will be able to balance its 
budget without assistance. Since it had become clear 
that a balanced budget could not be achieved for some 
time, the U.K. Government had agreed that part (£750,000 
grant-in-aid) of the total grant of £1.25 million should 
be used for that purpose. The remaining sum of £500,000 
is to be considered an interest-free loan toward the cost 
of the agreed development program. Expenditures on the 
program in 1953-54 are expected to be £1,471,000, and 
any part not covered by the new loan will be met from 
the unexpended balance of a £1.5 million loan previously 
provided by the U.K. Government. 








Sources: The Iraq Times, Baghdad, Iraq, January 28, 
1953; The Times, London, England, March 10, 
1953. 


Interest Rates in Israel 

The Bank Leumi le-Israel, which handles a major part 
of the country’s banking business and is also the bank of 
issue, announced higher rates of interest on deposit 
accounts, effective March 1. The rise, which averages 
1 per cent, brings the rate on fixed deposits for three 
months to 14 per cent and for six months to 2 per cent 
and on one year accounts to 24% per cent. The changes 
are intended to stimulate the rate of saving, which is very 
low at present. 

Although all banks are free to fix their own rates, 
it is expected. that the majority will take action similar 
to that of the Bank Leumi. 

Source: The Financial Times, London, England, March 7, 
1953 


Notes in Circulation and Cover in Israel 
Note circulation in Israel increased from I£100.3 mil- 
lion in the year ended January 1952 to I£119.1 in the 
year ended January 1953, and the foreign currency com- 
ponent of the note cover dropped from the equivalent 
of I£2.8 million to I£12,000. To make up for the expan- 
sion in note circulation and the drop in the foreign 
exchange component, the amount of Treasury bills and 
government promissory notes used as note cover increased 
from I£20.4 million to I£41.9 million. 
Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, Feb- 
ruary 1953. 


Multiple Exchange Rates in Syria 

The Syrian Exchange Office has officially unified the 
free and the exportation market exchange rates. Thus 
Syria’s exchange system is reduced to two rates: the 
official and the free market rates for authorized com- 
mercial transactions. At present, the latter fluctuates 
between LS 3.70 and LS 3.72 per U.S. dollar. The Ex- 
change Office has also imposed on authorized banks and 
exchange dealers a uniform list of commission charges 
for buying and selling foreign exchange. 

Prior to this change, Syria had three effective exchange 
rates: an official rate, a free market rate, and an exporta- 
tion market rate. While the official rate was reserved for 
government payments, the exportation rate was used for 
a specified list of commodities. However, both the free 
market and the exportation market rates had been prac- 
tically identical for some time. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
March 4, 1953. 
Economic Planning and Development Board for Lebanon 

Lebanon has instituted an economic planning and de- 
velopment board with a wide range of functions covering 
every phase of the country’s economic and social: life. 
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The board will be staffed by technical experts and will 
have an advisory committee whose members will be the 
president of the board (the Minister of Finance), a 
director-general, a secretary-general, and the director- 
generals of the various Ministries. The board will assess 
the country’s various economic resources and the pos- 
sibilities of exploiting and financing them. It will submit 
its studies and recommend projects that need immediate 
attention to the Cabinet, which will then present them 
for final approval by Parliament. The board will estab- 
lish a comprehensive budget for public and capital works. 
It will coordinate and supervise the execution of the 
diverse components of the country’s economic and social 
development programs, both at the planning and at the 
executive stages, and will therefore set up plans and guide 
the various Ministries in the formulation of their respec- 
tive program proposals. The board will study the coun- 
try’s domestic and financial policies and advise the Min- 
istry of Finance and National Economy on such matters. 
It will also handle, at its own discretion, all financial, 
commercial, and technical relations with foreign govern- 
ments, concessionaries, and foreign agencies. 

Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 

ruary 21, 1953. 


Gold Cover in Lebanon 

The latest balance sheet of the Issue Department of the 
Bank of Syria and Lebanon indicates that the value of 
the Lebanese note cover was LL 114.2 million (US$52 
million) on February 15, an increase of LL 17.9 million 
since February 15, 1952. The proportion of gold in the 
note cover was 57.2 per cent, compared with 45.6 per cent 
a year earlier. 

Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 18, 1953. 
Fiscal Policy in Iraq 

The Iraqi House of Representatives and the Senate 
have rejected, on constitutional grounds, the continua- 
tion of a decree-law issued by the previous Cabinet and 
calling for reductions in customs duties on certain im- 
portant consumption goods, such as textiles, coffee, and 
tea. The previous Cabinet, which decreed these reduc- 
tions in the absence of Parliament, intended by this means 
to lower prices and the cost of living and thus to check 
the increasing inflationary pressures. 

The Minister of Finance told the Senate that the Gov- 
ernment was studying the question of issuing a completely 
new tariff, which would conform with its fiscal policy. 
The present tariff, the Minister pointed out, was intro- 
duced in 1933 and subsequently amended twelve times, 
mostly to secure more funds for the Treasury. The new 
tariff, in addition to being a source of revenue, will be in 
a form that would secure more protection for the growing 
domestic industry, and also a better distribution of dis- 
posable income by providing a more satisfactory ratio 
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between direct and indirect taxes. More than 80 per cent 
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of the budget revenue is collected through indirect taxes. 

Subsidies on bread in Baghdad, which the Govern- 
ment was about to introduce, would entail a loss to the 
Treasury of about ID 1 million in the first year. The 
Government’s need for more funds for education and 
health and ‘other items in the ordinary budget is increas- 
ing. These funds have to be secured through more just 
and efficient taxation systems rather than from oil 
revenues which have to be earmarked for economic 
development. 


Source: Al-Zaman, Baghdad, Iraq, February 27, 1953. 


Cotton Production in Iraq 

'’Final reports show that cotton production in Iraq in 
the 1951-52 season was only 38,000 bales (of 500 pounds 
per bale), which was practically the same as in 1950-51: 
The 1951-52 output had been estimated at twice the final 
figure. Lack of irrigation water and spiny bollworm 
infestation resulted in a complete loss of large areas. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N. Y., February 1953. 


Far East 


Ceylon’s 1952 Trade 

Ceylon had a trade deficit of Rs 200 million in 1952, 
compared with surpluses of Rs 346 million in 1951 and 
Rs 396 million in 1950. Exports in 1952 dropped to 
Rs 1,502 million, from Rs 1,904 million in 1951; imports, 
on the other hand, increased from Rs 1,559 million to 
Rs 1,702 million. In trade with the United States there 
was a surplus of only Rs 6 million, against a surplus of 
Rs 115 million in 1951. 

Food imports accounted for 45 per cent of total im- 
ports, and textiles for 13 per cent. Other important 
imports were oils and fats (8 per cent), vehicles (6 per 
cent), and machinery (4 per cent). Supplier countries, 
in order of importance, were the United Kingdom (22.4 
per cent of total imports), India (12.5), Burma (10.8), 
United States (8.8), Australia (7.3), Canada (2.3), and 
China (1.9). 

Of exports, tea accounted for 48 per cent of the total, 
rubber for 25 per cent, and coconut products for 14 per 
cent. The countries receiving exports, in order of im- 
portance, were the United Kingdom (29.4 per cent of 
total exports), the United States (11.1), China (8.8), 
Australia (6.5), Canada (5.0), Egypt (4.5), Italy (4.3), 
Union of South Africa (4.1), and the Netherlands (3.5). 
Source: Ceylon Customs Returns, Colombo, Ceylon, De- 

cember 1952. 


Japanese Aid for Thailand’s Industrial Development 

The Council of Ministers of Thailand has been in- 
formed that Japan will aid industrial development in 
Thailand by granting to Thailand priority in the supply 
of capital equipment, providing loans for industrial plants 
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of importance to Japan, selling plants and machinery 
on an installment basis, and supplying capital jointly 
with Thailand for the establishment and operation of 
factories. 

The Thai Government favors the Japanese offer and 
has instructed various Ministries to present plans and 
projects for the Council’s consideration. Also, a com- 
mittee has been set up to survey the country’s raw mate- 
rial supplies and make recommendations concerning the 
industries which can be developed. 

Source: Far East Trader, New York, N. Y., March 11, 
1953. 
Export Demand for Thai Rice 

Since the Thai Government has been asked to increase 
its rice exports by 594,000 tons, it is presently making a 
survey of its resources, in order to estimate its exportable 
surplus. Countries asking for allotments are Formosa 
(150,000 tons), South Korea (100,000 tons), Indonesia 
(200,000 tons), Ceylon (50,000 tons), Macao (50,000 
tons), Saudi Arabia (40,000 tons), and Norway (4,000 
tons). The Ministry of Economic Affairs has decided 
to raise the premium on all rice exports from US$20 to 
US$30 per ton, and to revise the inducement quota 
system, to permit merchants to export two tons of rice 
for every ten tons sold to the Government Rice Bureau 
for government-to-government contracts. Presently millers 
are allowed two tons for each nine sold to the Bureau. 
Source: Far East Trader, New York, N. Y., March 4, 

1953. 


U.S.-South Korea Payments Agreement 

The United States has agreed to pay US$85.8 million 
to the Republic of Korea for all outstanding local cur- 
rency advances by the Republic of Korea to U.S. forces 
prior to February 7, 1953. In addition, the United States 
will in the future purchase local currency from the 
Republic of Korea for military use and for sale to military 
personnel at a rate related to local price indices. 

The local currency for which payment will be made is 
that advanced in accordance with the Financial Agree- 
ment of July 1950 between the United States and the 
Republic of Korea; it was then agreed that settlement 
would be made at a mutually agreeable time in the 
future. The new agreement will not affect arrangements 
between other United Nations countries and the Republic 
of Korea for settling past won (old currency) drawings 
and obtaining future hwan (new currency) requirements. 
(Note correction in name of new currency; cf. this News 
Survey, Vol. V, p. 258.) 

With the funds made available by the settlement and 
those arising from currency sales in the future, the Re- 
public of Korea will be able to increase materially its 
importation of consumers’ and capital goods and thus 
move toward a stabilized economy and a firm foundation 
for reconstruction. 


Source: Department of State, Press Release, Washington, 
D. C., February 25, 1953. 


Japanese Tax Relief Bonds 


In connection with its budgetary bill for the fiscal 
year 1954 (see this News Survey, Vol. V, p. 240), the 
Japanese Cabinet will seek Diet approval for the issue 
during the fiscal year of 30 million yen of bonds bearing 
4 per cent interest. They will be known as “savings 
bonds,” since the Government will promise to write off 
the income tax obligations of the subscribers up to a 
certain extent and commensurate with the amount of sub- 
scription. According to a newspaper source, an income 
tax deduction of 21 per cent of the value of the bonds 
will be granted to corporations subscribing, and of 25 per 
cent to individuals. For a corporation, a subscription 
equal to 40 per cent of its income will be allowed; for 
an individual subscriber, the maximum amount deductible 
will be 20 per cent of his tax liability. Thus, a business 
firm which realizes an annual income of Y 1 million and 
now has to pay an income tax of Y 420,000 can subscribe 
as much as 40 per cent of its annual income, or Y 400,000, 
and can write off tax claims equal to 21 per cent, or 
Y 84,000, of its subscription. In other words, the cor- 
porate tax to be paid will be reduced from Y 420,000 to 
Y 336,000. The Government expects to begin redemption 
three years from the date of flotation, and to complete 
redemption within two years. The bonds will be nego- 
tiable, and subscribers, whose names will not be entered 
on the bonds, will not find it particularly difficult to re- 
ceive credit against them. There is some skepticism in 
economic and industrial circles concerning this form of 
forced savings. When the taxpayers buy the bonds, 
their financing position will become tighter, which will 
result in their seeking stopgap loans from the banks and 
thus increasing the burden on the banking institutions, 
which is already sufficiently heavy. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, January 31, 1953. 


Central Bank of Indonesia 


Under its new charter, the Central Bank of Indonesia, 
which is to be the bank of issue, will gradually become 
a bankers’ bank, and as time goes on less stress will be 
laid on its commercial functions. It will be managed 
by a Board of Directors, all of whose members must be 
Indonesian citizens; this Board will operate under the 
direction of a Monetary Council, whose members must 
also be Indonesian citizens. The Minister of Finance, the 
Minister of Economic Affairs, and the Governor of the 
Bank of Indonesia will be members of the Monetary 
Council, and one or two advisers may be appointed as 
additional members. 

The Monetary Council will determine the Bank’s gen- 
eral monetary policy, including discount policy, open- 
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market policy, the total volume of credits granted and 

the subdivision of credit groups, and the supervision of 

the credit system. It will also be responsible for the 

Indonesian foreign exchange situation, and the Foreign 

Exchange Institute will be transferred to the Bank. 

The Bank will publish weekly condensed statements 
in which its operations as a bank of issue and as a 
commercial bank will be distinguished. The first weekly 
statement will not include the state debt to the Bank, 
inasmuch as this is to be consolidated by a long-term 
loan. 

Source: Ministries of Economic Affairs and of Agricul- 
ture, The Economic Review of Indonesia, 
Djakarta, Indonesia, October-December, 1952. 

Philippine Copra Situation 

Philippine coconut production, in terms of copra, dur- 
ing 1952 is estimated at about 934,190 long tons, or 
10 per cent less than the 1951 total of 1,036,320 tons. 
The decrease is attributed primarily to severe typhoon 
damage and kadang-kadang disease. Approximately 69 
per cent of the total production went into copra, 26 per 
cent into coconut oil, and 5 per cent into desiccated 
coconut. Total 1952 exports, in terms of copra, amounted 
to 823,079 tons, a decline of about 12 per cent from the 
933,145 tons exported in the preceding year. The de- 
crease in demand was due to the easing of the inter- 
national situation, a reduction in stockpiling, and in- 
creased availability and lower prices of competitive fats 
and oils. The United States continued to be the largest 
single importer of Philippine copra. 

Because of the severe typhoon damage in 1952, total 
coconut production in 1953 is expected to decline by 
some 840,000 tons. However, an improvement in exports 
is expected in late 1953 because of low stocks on the 
U.S. and European markets. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., March 9, 1953. 


United States 

U.S. Prices Since Decontrol 

With the exception of coffee and copper, U.S. wholesale 
prices in the aggregate in the week ended March 10 were 
no higher than in January, before any price controls had 
been lifted. This is attributed to the existence of ample 
supplies of most commodities. Recent increases in the 
prices of cotton and some grains are attributed to the 
effects of the price-support program rather than to de- 
control. 
Source: The Wall Street Journal, New York, N. Y., 

March 17, 1953. 

U.S. Price Support Operations for Wheat 

U.S. Government price-support loans to wheat farmers 


reached a record level on February 15, accounting for 
456 million bushels, or about 35 per cent of the 1952 


crop. The previous high year for wheat loans was in 
1942, when 408 million bushels were placed under loan. 
In addition to wheat from the 1952 crop, the Department 
of Agriculture holds 120 million bushels from earlier 
crops. As a result of the high level of support loans, 
wheat supplies in the free market are expected to remain 
tight, unless prices become more attractive to sellers. 

Source: The Journal of Commerce, New York, N. Y., 

March 13, 1953. 


Latin America 
Open Market Operations in Costa Rica 


For the first time since open market operations were 
authorized in Costa Rica in November 1945, the Central 
Bank agreed at the end of February 1953 to undertake 
this type of operation and offer bank bonds for sale. 
The objective of this measure is to stop the expansion 
of the money supply resulting from an increase in the 
commercial banks’ credit ceiling. Bank bonds with a 
7 per cent interest rate are being offered and are being 
accepted widely in the local market. 

Source: Banco Central de Costa Rica, Informacion Eco- 
nomica, San José, Costa Rica, February 25, 1953. 


Chile-Argentina Economic Union 
The Presidents of the Republic of Chile and of Argen- 
tina recently signed a joint declaration pledging the 
adoption of economic measures leading to the establish- 
ment of an economic union open also to neighboring 
nations of the Latin American continent. The measures 
contemplated in the joint declaration are as follows: 
adoption of policies leading to the fullest expansion of 
commercial interchange, to the coordination of produc- 
tive activities, and to the promotion of industrial develop- 
ment through mutual availability of financial aid; nego- 
tiation within a period of 120 days of a treaty conducive 
to the gradual elimination of tariffs, special taxes, differ- 
ential rates of exchange, or other measures restricting 
trade between the two countries; negotiation, within the 
same period, of a payments agreement for the settlement 
of reciprocal financial obligations, which should also pro- 
vide for the modification or abolition of existing regula- 
tions concerning foreign payments when these hamper 
reciprocal trade. 
Source: Sociedad General de Comercio S.A., Informa- 
tive Bulletin “Sogeco”, Santiago, Chile, March 1, 
1953. 


Uruguay’s Foreign Trade 

Uruguay had a trade deficit equivalent to US$27.6 mil- 
lion in 1952, when exports amounted to $208.9 million 
and imports were $236.5 million. The foreign trade 
turnover declined by 18.4 per cent, because of a $72.9 
million decrease in imports resulting from the stricter 
application of import controls, and a $27.4 million drop 
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in exports owing chiefly to a significant contraction of 
wool shipments. 

Greasy and scoured wool exports amounted to $68.3 
million, compared with $96.5 million in 1951. Exports 
of wool tops, however, rose from $20.9 million in 1951 
to. $22.0 million in 1952. 

In January 1953, raw and processed wool declared 
for export amounted to about 33 million pounds, the 
largest quantity for any single month since early 1951. 
Wool exports in the first quarter of the current wool 
season—October to December 1952—amounted to about 
77 million pounds, compared with only 7.8 million 
pounds exported in the same period of 1951. Wool 
stocks available for export were estimated at around 
121 million pounds at the end of January, somewhat 
more than exports so far this season. If the current rate 
of exports is maintained, Uruguay will be able to dispose 
of all its wool stocks well before September when the next 
wool clip season begins. 

The main outlet for Uruguayan wool this season is the 
United Kingdom, which is taking about 30 per cent; the 
United States is second in importance. Until 1951, the 
United States was by far the most important market in 
the postwar years. 

Exports of meat products, hides, sheepskins, and 
edible oils declined in 1952 by a total of $12.0 million, 
while wheat and flour exports increased by $17.2 million. 
The fall in meat exports, from $44.6 million to $40.6 
million, was due to limitations imposed by Uruguay on 
shipments to the United Kingdom because of the failure 
to reach an agreement on a new meat contract after 
April 22, 1952, when the last contract expired. 

The 1952 total exports to the United States were less 
than half the 1951 figure, while exports to Brazil more 
than tripled as a result of large meat and flour ship- 
ments under the terms of the trade agreement signed in 
April 1952 (see this News Survey, Vol. IV, p. 340). 
Exports to the United Kingdom were 20 per cent below 
those in 1951, while exports to continental Europe, ex- 
cept Belgium and Switzerland, expanded significantly. 
Sources: Department of Agriculture, Foreign Crops and 

Markets, March 2, 1953, and Department of 
Commerce, Foreign Commerce Weekly, March 
9, 1953, Washington, D. C.; El Pais, Monte- 
video, Uruguay, March 10, 1953. 


Wool Export Rates in Argentina 

The Argentine Central Bank announced on Febru- 
ary 12 that the exchange concession favoring wool ex- 
ports payable in U.S. dollars or sterling is to be extended 
to any wool exports when they are “part of combined 
operations involving government agencies.” Starting in 
July .1952, an effective exchange rate of 6.25 pesos per 
U.S. dollar (50 per cent at the basic 5 peso rate and 
50 per cent at the preferential 7.50 peso rate) was estab- 


lished to favor wool exports paid for in U.S. dollars or 

sterling, and a temporary exemption from the 8 per cent 

export tax was. also granted to these exports. Wool ex- 
ports payable in other currencies remained subject to the 
basic 5 peso rate and to the export tax. (See this News 

Survey, Vol. V, p. 243.) 

The new measure is expected to help move the still 
large exportable stocks of Argentine wool to soft cur- 
rency areas, and is also designed to allow the conclusion 
of barter arrangements through official agencies, presum- 
ably the Argentine Trade Promotion Institute (IAPI). 
Wool, so far, has been the only major export not subject 
to IAPI’s export control. 

Sources: The Review of the River Plate, Buenos Aires, 
Argentina, February 20, 1953; Bank of Lon- 
don & South America, Fortnightly Review, Lon- 
don, England, March 7, 1953. 


Argentine-Brazilian Trade Agreement 

_ Under a trade pact signed by the Argentine and Brazil- 
ian Governments on March 5, Argentina agreed to export 
to Brazil 1.5 million tons of wheat during 1953, partly 
in exchange for coffee, bananas, lumber, scrap iron, and 
other products, and partly in amortization of Argentina’s 
debt to Brazil. 

The price for wheat was set at US$112 per ton, f.o.b. 
Argentine ports (adding freight and insurance costs, the 
price of wheat delivered in Brazil is estimated to be about 
$123). Payments are to be settled in cruzeiros, as pro- 
vided for by the 1948 Argentine-Brazilian payments 
agreement. The proceeds of 400,000 tons of the wheat 
exports to Brazil will be applied toward reducing Argen- 
tina’s debtor balance in the agreement accounts, which is 
estimated to be the equivalent of US$95 million. 

With the conclusion of this trade arrangement, Argen- 
tina had disposed of about half of her present exportable 
surplus of wheat. 

Sources: The Washington Post, Washington, D. C., 
March 6, 1953; The Wall Street Journal, New 
York, N. Y., March 7, 1953. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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